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the latter was left entirely uncontrolled by law. It increased
threefold during the next twenty years. Upon the outbreak
of war with Prussia in 1870 considerable sums were borrowed
from the Bank, and at once a further large increase in the note
issue occurred. A maximum limit, however, was again imposed
when cash payments were suspended, the figure being placed
first at i,800 million francs, and then raised almost immediately
to 2,400 million francs. There was very little depreciation of
the paper, however, at any time during this war.

The treaty of peace in 1871 required France to pay an indem-
nity of 5,000 million francs spread over three years, and a Ger-
man army was to be in occupation until the final payment was
made. The latter provision caused much haste on the part of
France to complete thepayments. About 1,500 million francs was
paid in 1871, which sum was borrowed from the Bank of France.
The actual payment was made chiefly in bills of exchange upon
London and other centres. The maximum note circulation was
increased to 3,200 million francs in 1872, but the increase
largely went to replace gold and silver in circulation and
hoarded. The French people paid over immense sums in coin
when making subscriptions to the national* loans which were
issued to meet the indemnity.

Subscriptions to these loans came in so rapidly that it was
possible to pay the balance of the indemnity by the middle of
1873, and by 1877 to repay most of the loan made by the Bank
of France, which at once resumed cash payments. The pay-
ments to Germany were made to the extent of about 560 million
francs in gold and silver and the balance in bills of exchange.
The transaction placed a heavy strain upon the exchanges
between Paris, London, and Berlin. But the burden was greatly
lightened, and indeed payment was only made possible at all
by the heavy sales of foreign securities upon the Paris Bourse
by French people realizing funds to invest in the National loans.
These securities were snapped up at bargain prices by foreigners,
who thus provided a great part of the funds to meet the indem-
nity. In the end, therefore, the payment was met largely by
the realization of foreign investments. The bullion reserve of the